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were paid for a certain number of years and discontinued
when the financial position of the Government of India
improved sufficiently. A similar levy is again being pro-
posed for the benefit of the Federal Government, as a
temporary measure at any rate. To the lay mind, it might
seem confusing that on the one hand the proposal is that
collections of income-tax should be distributed by the
Centre to the Provinces, and on the other hand that the
Provinces should make good the Federal deficit by cash
contributions. Such apparent incongruities are, however,
inevitable in making financial adjustments. Besides, shares
of growing revenue and fixed cash payments do not have
the same financial effect.

The difficulty in making such levies has always been
that it is impossible to secure unanimity among the Pro-
vinces regarding the basis on which such contributions
should be made by them. There are objections to almost
any plan that can be adopted. Contributions may be
based on:

(1)  Provincial expenditure. This is calculated to recognize
thrift and penalize extravagance, but will be ob-
jected to by the more advanced Provinces, whose
scale of expenditure per head of population is com-
paratively high.

(2)  Provincial revenue. This means increasing the taxation
on those who are already most heavily taxed.

(3)  Provincial surpluses.  This is also unfair, as it takes
into consideration both the highest scale of taxation
and the lowest scale of expenditure. It penalizes the
levy of high taxation for the common benefit as well
as the exercise of thrift in the administration.

(4)  Population.  Such a levy would be unfair to the re-
latively poorer and undeveloped Provinces.

(5)  Increased spending power.  This method was adopted